


Editorial Comment 


PRODUCTIVITY—ARE WE FAILING 
IN OUR PROFESSIONAL DUTY? 


he industrial accountant, in the person of the chief financial officer of a company 

or his deputy, has become an important and, in fact, indispensable member of the 
management negotiating team in union bargaining. This is understandable as the 
monetary items in most union agreements are of paramount importance. It is the 
industrial accountant who has to determine the relative impact of wage and benefit 
increases and consider the offsetting changes in income (price) and or savings in expen- 
ditures (cost cutting) which will be required to again balance the profit picture. 

The unions, basing their argument for increased wages on the claim of increased 
productivity, maintain that wages can be increased without raising prices. Increased 
prices would, of course, cancel benefits arising from wage increases and merely con- 
tribute to the ascending inflationary spiral of wages and prices. If prices are not raised, 
on the other hand, profits must dwindle or turn into losses in periods of barely main- 
tained or shrinking volume. 

It is the industrial accountant’s professional duty to keep abreast of the developments 
in economic thinking which dominate the industrial relations scene. By and large, it 
would seem that we have not kept pace with the concept of productivity, that basic 
factor which is usually cited to support demends for higher wages. 

A few industrial accountants have experimented with productivity charts and calcula- 
tions in recent years,* but so far with inconclusive results; the periods for which the 
productivity studies were carried out in the individual corporations are too short, and 
the concept of productivity itself is still ill-defined. A special publication of the Depart- 
ment of Industrial Relations, Queen’s University, Kingston, Productivity and Wages 
by James C. Cameron and F. J. L. Young (1958) opens with the following statement: 

“Productivity is essentially an ‘elusive concept’. It defies accurate 
measurement and challenges control. At the same time, it is one 
of the chief determinants of a nation’s standard of living.” 


‘For example, see A REPORT ON TECHNIQUES LEADING TO CONTROL AND 
MEASUREMENT OF PERFORMANCE, by Malcolm S. Sutherland, Cost and Man- 
agement, Oct. 1956. 
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Regardless of the uncertainty which surrounds this concept, the advocates of organ. 
ized labour have not hesitated to expound ¢heir concept of productivity and lay claim 
to what they consider to be the inalienable fruits of their labour. The pronouncements 
which unions have made in recent strikes must surely have created the impression among 
the general public that it is labour and labour alone which has brought about the in. 
creased productivity to which they proudly point! 


Because it speaks with one voice, the statements of labour are unquestionably accepted 
as valid by the uninformed. In contrast, the corporations’, managements’ and unorgan- 
ized employees’ sides of the argument are seldom convincingly presented to the public, 
Corporate reports rarely emphasize the vast sums that are invested in the modernization 
of plants and in new enterprises. These investments, combined with technical know-how 
and efficient management, bring about the astounding increase in productivity and gross 
national product which makes possible our enviable high standard of living on this 
continent. We fail to make this point, however, in any widely-distributed general state- 
ments, but only do so when strife and disagreements arise between individual enterprises 
and their labour force. 


As for the productivity of labour, such statements as the following from The Capitalist 
Manifesto, a recent and provocative book by Louis O. Kelso and Mortimer J. Adler, 
cannot fail to impress. In the Appendix *‘The Concealment of the Declining Productivity 
of Labour in our Present Economy’’, it is stated that ‘‘the relative economic produc- 
tivity of mechanical labour has declined along with its relative inherent productiveness, 
regardless of the fact that the distributive share received by such labour has increased 
for many decades... .” 

Could it be that the professional industrial accountant has neglected to equip himself 
with the background in economics necessary for him to grasp the problems and digest 
the material facts sufficiently to present them most convincingly in his reports to an 
objective and unbiased reader? Are we glibly accepting other people’s terms, particularly 
in the field of productivity, without our own searching investigation into the matter? 

Let us not, by default, become accessories to the murder of economic truth by one- 
sided presentations and partial facts. Lest we fail in our professional duty, we must be 
prepared to tell the full, true story of productivity, the factors in its improvement in 
individual enterprises and in the national economy, based on facts and figures, profes- 
sionally prepared and presented! 


PERSONALS 
R. L. SEWELL has been appointed Secretary of Building Products Limited, Montreal. 
Mr. Sewell was previously Assistant Treasurer of the company. He is a General Member 
of the Montreal Chapter and a Past President of the Quebec Society. 


JACQUES LEGARE, C.G.A., of the Quebec Chapter, has been appointed provincial 
Chairman of the C.G.A. Association and Director of the C.G.A. National Board. 


C. H. ROBITAILLE, C.G.A., R.I.A., has been appointed Chairman of the Canadian 
Manufacturers Association (Quebec City Section). 
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Straightforward letter 
from a small company 
on Underwood SAMAS 


Punched Card Accounting 


Dear Sir, 


Dominion Reader’s Service Limited 





Can smaller Companies take advantage of modern Punched Card 
accounting methods? Our experience after nearly 2 years with Samas 


equipment is that they can. 


Our problem was the posting of installment payments received 
from some 35,000 customers, and the preparation of reminder notices 
where these were indicated. With the elimination of hand posting 
to ledger cards, and with the adoption of quick sorting methods, 
and with the use of the mechanical tabulator for the preparation 
of statements, our collection losses have been reduced substantially. 
We are now on top of our problem with a reduced work load and a 


reduction in staff. 


In our particular case, Samas Punched Card accounting has proven 
worthwhile. Service on the equipment has been excellent, and the 
continued assistance of your methods department is greatly appreciated. 


We wish you continued success. 


WILL SAMAS SAVE MONEY FOR YOU? 


It costs you nothing to find out. Take 

advantage of this valuable Business 

Operations Study. 

| Underwood’s Punched Card Specialists 
study your business operations. 

2 Back at Underwood’s SAMAS Methods 
Division the need is determined. 

3 Only then, is a proposal made, designed 
to dovetail into your particular re- 

quirements. Costs, machines, personnel 

procedures, and expected results are 

submitted to you. 

Ask your secretary to mail this coupon: 


Yours very truly, 


Khe Pawtctel. 


Vice-President 


I am interested in knowing more about the 
Underwood SAMAS Punched Card System. 





PTET sain isis ve nsnccaceasacctendicsincsanneassussqurmeaqess 


SAMAS PUNCHED CARD DIVISION 


underwood 7 


LIMITED e 


Head Office: 135 Victoria Street, 
Toronto 1, Ontario. 





Audit 202 





How much does paying cost you? 





Calculating your payroll, organizing 
financial data, estimating operating 
costs and total expenditures - all 
this costs you time and money. It 
is an additional burden of work 
and responsibility for your staff. 

The system and efficiency of up-to- 
date equipment give you what is 
needed to make paying cost you 
less. The Olivetti Audit 202 is the 
machine that has been thought out 
and constructed for this purpose: 
to reduce the cost of your costs. 


Olivetti (Canada) Ltd. - Toronto 

237 Yonge Street - Tel.: EMpire 2-2781 
ACCOUNTING SYSTEMS DIVISION 

22 King Street West - Tel.: EMpire 2-2695 

















EXECUTIVE HEALTH—A FAMILY AFFAIR 


A Panel Discussion* 

How is the health of the modern business executive affected by 
his job? Is he really subjected to greater stress and health-breaking 
tension by his job than other occupational groups or does he to 
a certain extent create his own problems? What are the special 
hazards executives are exposed to and what can be done about 
them? In this panel three medical specialists discuss the health 
problems of the executive and give some timely advice on main- 
taining health. 


1 INTRODUCTION 


By G. H. Guest, Ph.D., 
Staff Development Administrator, 


Canadian Industries Ltd., Montreal 


usiness organizations need five things and they all start with the letter M. These are: 
Men, Money, Materials, Methods and Machines. 

Men are the most important asset of any firm. In fact, this is the only asset that will 
appreciate in value with time, if given the proper environment. As you know, buildings 
and machines start to depreciate as soon as they are erected. 

I think you will agree that those men who are known as executives are the key people 
in any business organization. They are the people who must solve the many complex 
problems that are constantly arising in our modern technological civilization. They are 
the people who must show leadership and who are responsible for guiding the efforts of 
the workers in a business. 

At this point we should ask ourselves the question, ‘‘Who is an executive ?” 

One definition of an executive is: ‘someone who can hand a letter back to a redheaded 
secretary for a third retyping.” 

Another definition is: ‘‘a person who goes out to find work, finds someone willing to 
pay for having it done, and then hires somebody to do it.” 

A dictionary definition is: ‘‘any person whose function is to administer or manage 
affairs.”” 

My own definition of an executive or administrator is a person, who when faced with 
a problem, explores the hills and valleys (gets the facts), makes a decision and then has 
the decision translated into action through the efforts of other people. 

* This panel formed part of the proceedings of the 37th Cost and Management Conference 
recently held in Toronto. 





A Ph.D. in Chemistry and author of three scientific books and numerous published articles, 
Dr. Guest has a broad scientifie background. At present Staff Development Administrator 
of C.I.L.’s Employee Relations Department, he was associated with the Atomic Energy 
Project at Chalk River from 1947 to 1950. He was then transferred from the National Re- 
search Council to the Department of National Health and Welfare in Ottawa where he estab- 
lished a health radiation department. He attended the University of Saskatchewan and, 
later, McGill University where he obtained his doctorate. 
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Thus, executives must have some of the fundamental qualities or characteristics of 
those who are leaders. Among the most important qualities of a leader are those of 
vitality and endurance. In other words, if an executive is to be a leader, he should have 
abundant health. 

Average health is not good enough to effectively carry out executive duties. A group 
enjoying as many material advantages as executives do should be much healthier than 
the average person. If they are not healthier, there must be some occupational danger in 
the executive job. 

Government legislation, watchful labour unions and enlightened management ensure 
that the worker of today enjoys a higher degree of safety at his work than ever before. 
This is as it should be. But what about the business executive? He is also exposed to 
occupational hazards. Now some of the important questions we are going to consider are: 
(1) What are the occupational hazards of the business executive? 

(2) How can they be avoided or eliminated? 
(3) To what extent does the executive actually create and perpetuate these very hazards 
to his own health? 

Three parties have a vital stake in the health of an executive. First of all, the man 
himself risks loss of the happy life that is only possible with good health—not to mention 
the slowing down or the ending of a bright career. Secondly, his firm stands to lose, in 
cold hard business terms. He is a highly irreplaceable asset. Lastly, his family could lose 
a breadwinner, champion and companion. 

How can the executive help himself? What role should a company play in maintaining 
the health of its executives? How can the executive be helped by his family? These are 
some of the questions that will be considered by the panel. 





THE SAGES ON HEALTH 


Give me health and a day, and I will make the pomp of emperors ridiculous. 
—Ralph Waldo Emerson 


Good health and good sense are two of life’s greatest blessings. 
—Publilius Syrus 


There’s no joy even in beautiful Wisdom, unless one have holy Health. 


—Simonides of Ceos 


Look to your health; and if you have it, praise God, and value it next to a good con- 
science; for health is the second blessing that we mortals are capable of,—a blessing 
that money cannot buy. 


—Izaak Walton 
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II A COMPANY DOCTOR REPORTS 


By G. A. Sinclair, M.D., 
Assistant Medical Director, 
Imperial Oil Limited, Toronto 


few years ago, I would probably have hesitated to participate in a panel discussion 

of this nature. A few years hence, I may appreciate more realistically the limitations 
of our knowledge. But, today, I feel that our interest and experience are such that I can 
contribute something to counteract some of the ideas that, through wide publicity, have 
been gaining unmerited acceptance. 

First of all, let us get clearly in our minds what we mean by the term “Executive.” 
In some companies, it refers to those in the highest echelon who formulate and develop 
policy; in others, it includes those at the mi.nagerial level who have the responsibility 
for directing operations and administration; and in still others, it includes all supervisors 
down to the first line supervisor. Webster’s New International Dictionary defines an 
executive as ““any person charged with administrative or executive (carrying into effect) 
work”. For practical purposes, I suggest that this definition is broad enough to include 
those responsible for formulating policy, for administration, for line management and 
for specialist personnel. The latter, although not usually having management respon- 
sibilities, are usually included on organization charts at levels related to equivalent man- 
agerial responsibilities. 

Health has been defined by the World Health Organization as a state of complete 
physical, mental and social well-being and the absence of disease or infirmity. If we refer 
to Webster’s Dictionary again, we find a more romantic and lyrical definition. It defines 
Health as ‘ta state of being hale, sound or whole in body, mind or soul; well being; 
especially a state of being free from physical disease or pain.’’ These definitions outline 
what is considered ideal from a health standpoint. How many people do you think can 
meet such a rigid standard? Yet most people of employable age are able to do useful 
and productive work. 


INVESTMENT IN MANPOWER 

After World War II, when there was a tremendous expansion of industry on the North 
American continent, corporations were faced with the immediate task of finding, train- 
ing, and developing people who appeared to have the potentialities required in execu- 
tives. Usually two methods of developing executives are followed. One method is to 
develop on the job, aided by a company in-training program. Another method is for 
promising young men or women to be sent to business administrative courses at uni- 
versity centres, usually sponsored by business groups. There are arguments favouring 
both methods or a combination of the two. The former gives the individual a good in- 
sight into the problems, procedures and practices of his own industry in an intimate way; 
the latter is said to give time for reflection, a broader view of business and its activities, 
and exposes the individual to the humanities. The method used is probably of lesser 
importance than the attitude, initiative and personality of the individual in his drive 
toward a goal of accomplishment and success. 





Dr. Gordon A. Sinclair is Assistant Medical Director of Imperial Oil Limited. A graduate of 
the University of Toronto, Dr. Sinclair did postgraduate work in England and Canada and 
ls a specialist in Internal Medicine and Occupational Medicine. In private practice prior to 
the outbreak of World War II, he served overseas with the Royal Canadian Army Medical 
Corps from 1939 until 1946 when he retired from the Army with the rank of brigadier. He 
joined Imperial Oil’s medical staff the following year. 


287 














Much has been made of the stress to which executives are subjected, and tiie effect 
that it has on their health and longevity. Let us consider a star football player for g 
moment. He attains his preeminence in the sport only after years of practice, instruction 
and competition. A reputable coach would not think of putting an outstanding player 
into a crucial game until he had attained his best form. An executive is equally valuable, 
He has been selected, trained and conditioned to cope with the many facets of business 
that require deep thinking, split second decisions, travelling commitments and irregular 
hours. When he has attained the status of executive, he has demonstrated to his super- 
iors his capacity to withstand the stress and strain related to his job assignment. In other 
words, he has been conditioned by years of training and experience to take on the task 
and responsibility of the executive and he enjoys them. 

In modern industry and business, the three M’s—machinery, material and manpower 
—are the important components. Of these, suitable manpower is the one that is most 
difficult to find, takes a minimum of 18 years to mature, requires the longest training 
preparation before actually producing, and only in recent times has been receiving the 
recognition deserved in respect to the necessity for maintenance and improvement in 
health. Corporations are becoming increasingly aware of the investment that they have 
in each employee. A key executive may be valued at thousands of dollars. Unlike ma- 
chinery and commodities, an executive is not readily replaced if he is suddenly removed 
from his desk by illness or death. Medical programs have been developed in the majority 
of large industries to provide a health service for the employees. Indeed, in some loca- 
tions, smaller industries that are unable to support a company medical department and 
full-time physician, have combined to support a central health centre to provide medical 
services to each of them. 


COMPANY MEDICAL PROGRAMS 

Industries have gone about getting the health of their executives reviewed periodically 
in many different ways. Some have the executive go to a clinic, hospital, or private 
physician for an examination. Others, such as the company with which I am associated, 
have the examinations done in the company health centres when this can be arranged. 

The type of examination that is provided by industries varies from a clinical assess- 
ment in a health centre or physician’s office with basic laboratory work, supplemented 
by special laboratory work and x-rays considered necessary by the clinician, to a few 
days in hospital with a battery of laboratory tests and a system investigation by x-rays 
and consultation by specialists. 

When the examination is done outside, the examination report is sent to the medical 
director of the company in some instances, and he follows up on any guidance that the 
executive needs—such as being advised to consult the family physician for observation 
or management of any condition or disease requiring attention. In other instances, the 
executive is advised by the examining physician concerning his health and follow-up is 
left to the individual. No information is sent to the medical director. 

In some companies, the president of the firm demands that the outside physician send 
the medical report to him. Since the company is paying for the examination, he considers 
that he has a right to insist on his subordinates having examinations and on knowing the 
state of their health. How else, he argues, can he run his business and provide personnel 
for promotions and special assignments. 

In other companies, including my own company, where the examinations are done in 
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the company health centres, or by company medical examiners in locations having no 
health centres, the examination report is treated as confidential material between the 
executive and the medical department. The executive is advised about his health and 
about any conditions for which he should seek care from his family physician. If he is 
offered promotion or special assignment, the executive is then in a position to advise his 
superior concerning his health status, and whether he is willing to undertake the work. 

The health of the executive is not discussed outside the medical department without 
his permission. Neither is a diagnosis given, unless it is required by law, as in the case of 
reports to the Workmen’s Compensation Board, or the reporting of infectious diseases 
to the Department of Health. 


EXECUTIVE HEALTH PARALLELS AVERAGE 

Recently, we reviewed annual periodic health examinations covering a calendar year 
made on an executive group of our company, as has been previously defined. Of those 
examined 76% were between 40 and 60 years of age. In 119 examinations, there were 
523 abnormalities or variations from the normal health recorded, or an average of 4.3 
conditions per executive. Some had no abnormal conditions or diseases noted, others 
had five or six. There were 50 new conditions included in the above figures, or an average 
of 0.4 conditions per executive, or approximately one new condition for every two exec- 
utives examined which had not been apparent at previous examinations, and the exec- 
utive was not aware that they existed. Immediate treatment was advised for 21.8% of 
the conditions recorded. 

For a control group, we selected all male periodic examinations done in the health 
centre, exclusive of the executive group. In 511 examinations, there were 2182 conditions 
recorded, or an average of 4.2 conditions per employee, which closely parallels the 4.3 
conditions noted per executive. There were 311 new conditions, or an average of 0.6 
conditions per employee, which compares with 0.4 conditions per executive. Immediate 
treatment was advised for 21.2% of the conditions recorded, a figure almost identical to 
that for the executive group. 

During the past decade, much has been said and written that has as its principal motif, 
the perilous life of the executive. It has been suggested that promotions and job stresses 
are occupational hazards that may lead to disease and early death. 

A report from the Occupational Health Service of Asheville, North Carolina, based 
on examinations of 50,000 individuals, was mentioned in an article by Auren Uris in the 
May issue of The Management Review. Their findings showed that low and middle in- 
come industrial workers are just as prone to ulcers, heart ailments, and high blood 
pressure as highly paid executives. 

The comparative study of executives and a control group in our company that I men- 
tioned earlier, supports the findings of the North Carolina research workers. Stomach 
and duodenal ulcers were as frequent in the control group as in executives. Degenerative 
heart disease was also as frequent in the control group as in executives. Healed myocar- 
dial infarctions (so called coronary attacks) were found to be about twice as frequent in 
the executive group as in the control group. The reason for this is that most executives 
who recover from the infarction are able to resume their usual duties. By contrast, many 
in the control group were unable to return to their former work, as the physical demands 
of the job were greater than their physical work capacity. Hypertension or high blood 
pressure was more than twice as frequent in the control group as in the executive group. 
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Anxiety, worry and related states were slightly higher in the executive group as compared 
with the control group. 
NOT JOB BUT PERSONALITY CAUSES TENSION 

The role of job stress as a causative agent of disease in executives has been magnified 
out of all proportion. A degree of tension is normally associated with our activities and 
our feelings. This is as true of business activities as in other life pursuits. Our exper. 
iences, interests, excitements, happiness, and successes are all an expression of tension, 
Some tension is essential for physical as well as mental performance. If a person becomes 
involved in a continual series of frustrating crises at business, and he is subject to con. 
stant emotional conflicts at home, the situation may eventually build up to the point 
where his health is affected. 

The modern executive has been trained for his job and has demonstrated his ability 
to make decisions, to work under pressure without frustrations, when occasion de- 
mands. He has shown equal capacity to relax when the tension eases. 

Interviews with a great many executives have convinced us that, by and large, they 
like their jobs. They enjoy the unusual situations that develop, the seemingly impossible 
date-lines to meet, the friendly rivalries, the never-ending competition, and the uncer- 
tainty of business trends. In order to meet these demands, they must be on their mettle. 
The executive who has been well selected and developed takes pressure or tension situ- 
ations in his stride. 

The Life Extension Foundation reports a study of 6000 managers contacted by ques- 
tionnaire in the May issue of Management Review. They concluded that the extent and 
degree of executive stress are far less than popularly believed. Of this entire group, only 
13.3 per cent thought that they were exposed to constant tension. It seemed clear from an 
analysis of the answers submitted to the questionnaire that stress is not caused by age, 
occupation or job demands. Why then, do people insist that this small group of 13.3 
per cent feel the ill effects of tension so much more strongly than the great majority? 

In the light of the responses to questions concerning their attitude toward their jobs, 
their business associates, and personal conditions, the study concludes that tension is 
clearly identified with the personality of the individual. Stress stems from within the man 
himself, not from the outer forces of his living or working environment. In other words, 
their jobs aren’t killing them—they are killing themselves. 


A STITCH IN TIME 

Managements of large and small industrial and business concerns have taken a great 
interest in the health of their executives in the past ten years. Approximately 80°; of this 
group are over 40 years of age. The older anyone is in years, the more likely are they to 
show evidence of aging and some of the diseases associated with it. The rapidity of aging 
varies with the individual. By early recognition of diseases or conditions at periodic 
examinations or interviews, many of them may be brought under control, and the em- 
ployee enabled to carry on his usual business activities and other interests. 

Executives are usually chosen from the intelligent, alert, and active young men who 
have initiative, drive and personality. It seems logical that if the potential executive is 
to be found in the 20 to 40 year age group, they should have the same interest taken in 
their health as the full-fledged executive. In the two decades following 20 years of age, a 
young man is striving to make his mark in business, endeavouring to establish a home 
and raise a family and accepting community responsibilities. He is probably subject to 


290 








npared 


gnified 
es and 
exper- 
-nsion, 
COMes 
O con- 
> point 


ability 
on de- 


e, they 
ossible 
uncer- 
mettle. 
n situ- 


/ ques- 
nt and 
), only 
‘om an 
YY age, 
of 13.3 
y ? 
r jobs, 
$10N Is 
e man 
words, 


 greal 
of this 
hey to 
"aging 
sriodic 
1 eM 


n who 
tive is 
ken in 
age, a 
home 
ject to 











more tensions than at any time in life. If he is having difficulties, a periodic examination 
frequently uncovers the problems. Medical counselling at such a time allows the poten- 
tial executive to take stock, to learn to handle situations, and/or realign his interests and 
activities before any serious health impairment occurs. In our view, every employee 
should be considered a potential executive. Health guidance in his earlier business career 
permits him to regulate his hours of work, recreation, contemplation and sleep to form 
a pattern within which he can live and work comfortably. 

So far | have said nothing about where the ladies fit into the picture. Some of my 
colleagues will probably speak on this phase at some length. I would simply like to 
“mention” three things. 

It is a great satisfaction to an executive or a potential executive if he thinks and feels 
that :-— 

1) His wife is one hundred per cent behind him, win or lose. She can be counted on to 
rejoice in his successes and accomplishments and to give moral support and encourage- 
ment during disappointments and frustrations. 

2) His wife is so interested in his career that she willingly accepts training and promo- 
tional moves from city to city, and quickly adjusts family attitude and routine to changes 
without complaining or criticizing. 

3) His wife is happy to arrange the home environment to allow suitable provision for 
rest, relaxation, entertainment and recreation. When supervised diets are needed to con- 
trol such conditions as a tendency to over-weight, she is more than willing to cooperate. 


IN SUMMARY 

To summarize, the terms executive and health have been defined. The manner of de- 
velopment of executives has been outlined. 

Stress is shown as a necessary part of our way of life. 

Executives are conditioned to react to tensions as part of their jobs and require a de- 
gree of tension to react well. 

The means of conserving the health of the executives by a health program has been 
described. 

A review of health examinations on an executive group and a control group showed 
that neither was peculiarly prone to develop diseases related to stress. 

A comparative study in North Carolina showed that the so-called stress diseases 
showed no special preference for high, medium, or low income groups. 

The answers to a Life Extension Foundation questionnaire completed by business 
managers support the view that stress is initiated from within the man himself and not 
by age, occupation or job demands. 

An interest in the health of the young employee, the potential executive, is of vital 
importance in making provision for tomorrow’s executives. 

The cooperation and understanding of a devoted wife in the home has a profound 
influence on the well-being of the busy executive. 

In conclusion, I wish to emphasize that an executive’s achievements and successes are 
accomplished with the aid of variable degrees of tension. A well trained and experienced 
executive has been conditioned to accept his business and home responsibilities. Tension 
is only harmful to those persons who react abnormally to stress. They may be found at 
any income level, and are not exclusive to any one group in our society. We believe that 
the usual tensions of business and industry enable the healthy, well motivated, and well 
trained executive to do a better job. 
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Ili A PSYCHIATRIST REPORTS 


By J. W. Lovett Doust, M.B., B.S., B.Sc., M.R.C.P., 
Physician and Director, Research Laboratories, 


Toronto Psychiatric Hospital 


I am a psychiatrist. It is not too many years ago that psychiatrists were known as 
alienists or specialist doctors whose primary job it was to separate those who had 
lost their minds from those who were still sane. And for the most part then, all that the 
psychiatrist could do to help was to lock away the crazy ones and thus alienate society 
from them. Today the psychiatrist has moved from the grim doors and forbidding walls 
of the mental hospital into the lives of ordinary men and women; into their schools, 
their homes and their offices and factories, into their work and their play, and into their 
hearts. In his role as alienist he came as a policeman; he comes now as a friend and 
helper, and this change in his role and special function has come about as a result of 
two main pathways of progress. On the one hand, the psychiatrist today has a plenitude 


of better understanding about the emotional problems of his patients than he had forty 


years ago and is hence in a far more favourable position to help them; on the other 
hand, society has come to accept his ministrations as they would the help of any other 


doctor, with less of the stigma and misunderstanding and less of the panic and terror 
than heretofore. 

It is my pleasant task to represent psychiatry on this panel and I should like to use 
this opportunity by sharing with you a few of the results of our joint experience which 
seem to be of interest to our present theme. 


THE EXECUTIVE MYTH 

Let us commence by considering some of the implications of words used to describe 
the modern executive: He is creatively intelligent with a background of wide interests, 
extensive training and experience on top of a college education, yet his job history 
shows that he has stayed with former companies long enough each time to make a 
significant contribution. He is ambitious, aggressive, alert, single minded in his loyalty 
to the company he represents, yet capable of taking and enjoying any and all of the 
pressures which build up in the job. He is pleasant, socially acceptable, genial, good 
humoured, liked equally by his subordinates, his superiors and the personnel division, 
always fair in his decisions and mature in his judgments; yet he is not overly concerned 
with job security. He is willing to take home work as occasion demands, seldom drinks 
and is always ready to take off on a trip to benefit his company, yet remains an ever- 
loving and ideal husband and father with time to relax at his hobbies on the weekends, 
share his social occasions with his wife and be adored by his growing family of children. 
He is trusted implicitly by his colleagues, by management top brass, by his wife, his 
insurance agent, the golf club treasurer and by the personnel division. 

There he is, Mr. Ideal Executive. How attractive he seems, and how impossible. Maybe 





Dr. Lovett Doust is an Assistant Professor of Psychiatry at the University of Toronto and 
Physician and Director of the Research Laboratories of Toronto Psychiatrie Hospital. A 
graduate of the University of London both in Medicine and in Physiology, he took his psy- 
chiatric training at the Maudsley Hospital, London, England, and gained psychosomatic 
experience at Cornell University, New York. 
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we know someone nearly like him—except, no, /e suffers from halitosis or indigestion. 
Mr. X came close to being him, but his wife left him a year ago saying she wanted a 
plain, ordinary man for her husband. The fact is, he’s too good to be true, too well 
balanced, unrealistically emotionally mature. In most executives we find a lop-sided 
emotional development with the assets and liabilities of personality organization inex- 
tricably mixed, a general overall emotional stability often pockmarked by areas of 
weakness, brilliance in one sphere of reference counterbalanced by a relative impoverish- 
ment in another. So in contrast to the awe-inspiring perfection of Mr. Ideal Executive, 
Mr. Average Executive is the sort of chap you, I and our wives really know, despite what 
advertising and personnel tell us he might be. 


TENSION IS A PERSONAL MATTER 

Let us take a quick glance at the mental health of our average executive. Is he under 
tension? If we are to believe our friends the experts who write lengthy articles in news- 
papers and magazines, his problems arise from the growing stresses and strains of 
modern business methods, economic and social pressures, the increasing tempo of 
living and so forth. Is this actually true? A recent study by the Life Extension Founda- 
tion suggests that it is not. The Foundation studied the mental health of some 6,000 
executives. They found that the so-called occupational stresses of today were not felt 
as tension producing by any save 12% of the 6,000 executives surveyed. Only this num- 
ber reported that they were constantly tense and under pressure. Other complaints 
by this same 12% were that they were bored with their jobs, they felt insecure, were dis- 
satisfied with their business progress, disliked business entertainment, were averse to 
business travelling, disliked business homework, resented the presence of someone in 
particular at the office, suspected they were not getting full credit for their work and 
were afraid to express their feelings to those who might be able to help them. And this 
same 127, of the 6,000 executives shared a number of other characteristics not generally 
found in the remaining 88%. They were the ones, for instance, who rushed through 
their meals and were subject to indigestion and dyspeptic symptoms; they were the 
ones who slept poorly, tended to drink more alcohol, to take more sedative drugs, more 
tranquillizers; and they were also the ones who had few or no hobbies, seldom took 
any exercise, never had time for weekend leisure with the family or a regular vacation and 
were embittered or exasperated, anxious or depressed about problems centering around 
their family lives, office work, their health or their financial situation. 

In summary then, the tensions arising from potentially stress producing situations 
are not caused by the age of the executive or by his type of job or even by the demands 
of his job. Neither are they caused by his wife or his children or the adequacy of his 
income. They are caused by the personality of the executive himself. In the words of 
the Foundation’s report: “‘The job doesn’t kill him; he kills himself.” 

Now although this report I have mentioned is one of the larger of the surveys, its 
findings merely repeat the results of many others which have attempted a similar 
analysis. From the doctors’ point of view too, these are facts of common psychiatric 
experience—true as much for the busy male executive in the setting of his office as for 
the busy female executive in the setting of her home—for the same ten to 15% of house- 
wives are the ones who feel the tension, whether or not their homes are equipped with 
driers and dishwashers and whether or not they are childless or blessed with a brood 
of children. 
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In fact, of course, one doesn’t have to be a home or an industrial executive in order 
to experience these chronic tensions and unhappy feelings of anxiety and insecurity, 
for they can occur in noble as well as Bay Street princes and in barons of the blood 
royal as well as in those of the Bowery. Any survey within industry or outside it shows 
an incidence of emotional instability of ten to 15% in the population at risk, and it is 
these people who experience executive tension most keenly or, if you prefer, are least 
able to withstand the stress of life. 


ONE IN TEN EMOTIONALLY UNSTABLE 

Who are these people? Well, they are one in every ten of you. Nice, pleasant, broad 
shouldered, well educated, efficient men; attractive, chic and often beautiful women. 
Little to distinguish these folk from the rest, yet they are the ones who are apprehensive 
without knowing exactly what they fear, the ones overly conscious of the beat of their 
hearts, overly aware of a tension of their scalps which might become a headache, of a 
prickly or hot or cold sensation in their limbs, or a clammy dripping of their palms. 
They are the ones who wonder about the impression they are making on others, who 
sense a hopeless inadequacy in themselves, who cannot relax, and find it difficult to 
sleep at night. 

What do we know about these people? Actually, a very great deal. They are the 
relatively emotionally unstable members of our healthy population. There is a growing 
body of evidence that, in some measure, this instability is inherited genetically. Circum- 
stantial evidence suggests that the essential fault is a slower growth potential and that 
this ten per cent of the otherwise healthy population is less emotionally mature, age for 
age, than the rest of us—they develop all right in the end of course, but at a slower rate. 
The instability they show is obvious wherever it is sought. Physiologically their 
reactions are hyperactive, a sudden startle stimulus giving rise to a panic, the discom- 
fort of some bodily readjustment being magnified by the patient into an excess of terror, 
the conviction that he will imminently die or the firm belief that some inordinate damage 
has occurred to his heart, his bowels or his brain. Psychologically, a memory or a dream 
may reawaken some unsolved conflict of the past to cause an anxiety which will bewitch 
him through his waking hours or grip him in the terror of a nightmare and disrupt his 
sleep. He may become a prey to seemingly groundless fears, be agitated in a fashion 
which destroys his ability to work and interferes with his powers of concentration at 
his job. Alternatively he may become readily depressed, bringing home to his wife an 
interminable series of insoluble office problems so that she will feel that her husband 
is the most ill-used man in the world of business. It may be that he will find some tran- 
sient security in her love and dread only the daily challenge of setting off to the office. 
It may equally be, however, that she will discover an increasing failure in the sexual 
aspects of her marriage and become progressively aware that her husband seeks in her 
the dependent capacity of a mother rather than the more demanding equality of a 
wife and lover. 

The symptoms of the emotionally unstable are legion and it would prove a Pro- 
crustean task to list them all. Suffice it to say that their seeds lie deep rooted in the 
personality of man and that certain of us are more prone to be aware of them than 
others. At one time it was fashionable to be scornful of these people, to hit them on the 
shoulder and to tell them that there was nothing the matter with them, to buck up 
and take it easy. We know today that this attitude is as helpful as belting the daylights 
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out of a child for some misdemeanour, for it not only doesn’t help him, it serves merely 
to occasion further conflicts and difficulties for him to face. In the child, it may convert 
a fault of thoughtlessness due to inexperience into a deep-seated revengeful hate for the 
parent; in the adult, it may serve only to convince the patient that people do not under- 
stand him and are pleasantly telling him that he is malingering. Today we recognize 
that these folk are sick and that their disabling symptoms are as real, and as meaningful, 
and as revealing of an underlying disturbance as any that are presented to the internist 
or the surgeon. 

As an illustration of these statements let us very briefly consider three executive 
class patients consulting me in the recent past. 


THE CASE OF MR. P. 

Mr. P. is a man in his fifties, an accountant who had risen in the same firm over a 
period of 18 years to the position of office manager. He had a wife who loved him, a 
couple of sturdy children, a pleasant home and a secure job with an expanding com- 
pany. Yet, for six months before he consulted a psychiatrist he had been getting jumpy, 
irritable and depressed. His sleep was sought but seldom found; when he could drop 
off, he would awake in the grips of terrifying nightmares. He told his wife he was useless, 
that he would get the sack from his job for his inefficiency, that no one cared about him 
any more. The company doctor could find nothing wrong with him, but the president 
of the company felt sufficiently concerned to urge him to seek psychiatric help. 

Mr. P’s problem was imprisoned in his personality. He was one of those over-con- 
scientious individuals: meticulous, precise, perfectionistic, sweet tempered and un- 
ruffled on the surface, and a seething mass of prejudice, resentment and fearfulness 
underneath. He was a wonderful accountant of course, accurate to the nearest cent with 
his balances, a magnificent housekeeper of the company’s finances, yet a man with an 
adjustment so brittle that any change in the circumstances of his life might cause his 
downfall. In Mr. P’s case, the key to his problem was the realization of a 20-year-old 
dream. All his married life he had wanted a new house. For 20 years he had worked 
towards this ideal, saving all the money he could, sharing his dream with his wife, plan- 
ning the new home’s location, its rooms and its garden. Six months before he came to 
see me, he’d bought it and he just couldn’t adjust to the realization of his desires. He 
was a man who was happy only in the unhappiness of the groove he had carved out for 
himself; he could not afford to change. 


MR. Q’s PROBLEM 

Mr. Q. is a young man in his early thirties. He is a skilled executive with sub- 
managerial responsibilities. He loves his work and is proud to be a member of a fine 
firm. He is unmarried. A year or so ago he began to get worried and anxious, found 
he could not concentrate on his job, began making mistakes which brought his diffi- 
culties to the attention of his superiors. 

On psychiatric examination, it was found that Mr. Q’s work problem arose because 
whenever he looked up from his desk he found himself gazing into the eyes of a male 
colleague across the office. Gradually he felt that this chap was making fun of him 
and, later, that the whole office staff shared the joke. Feelings of inferiority and in- 
adequacy welled up inside him leading to anxiety, insecurity and depression. He felt 
himself mocked and became upset, angry and dispirited. 
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Further investigation showed that again it was Mr. Q’s particular personality which 
had led him to this situation; his job was merely the vehicle carrying his difficulties, 
Essentially Mr. Q’s problem was a sexual one; he was tied to the apron strings of a 
mother who had never permitted her children to release themselves and grow up emo- 
tionally. All of his many brothers and sisters had attempted a mature hetero-sexual 
relationship and had failed and the history of his family was literally strewn with broken 
marriages, separations and divorces. Our patient had never even got as far as this and 
was still in the latent, ambisexual, pre-adolescently immature stage of sexual develop. 
ment. The man who seemed ever to be meeting his eyes when he looked up from his 
desk was a man whom, underneath, he was in love with and the symptoms he complained 
of so bitterly were the fight he was putting up against this realization. Since he was an 
artist, I asked the patient to draw me a picture of this other man. He produced the pic- 
ture at the next visit; he had painted a portrait of himself. 


THE CASE OF THE LADY EXECUTIVE 

And lastly, Miss R., a female executive; confidential assistant to the president of a 
smaller company. She’s a woman in her forties, a competent, efficient, serene machine. 
Apparently without the ambitions of a woman, far more reliable than the average man, 
never off sick, as bright as a button, cultured, quietly spoken and the veritable backbone 
of her company’s stability. Vice-presidents and managers might come and go; she had 
been with the firm for 20 years and would go on forever. Yet, one day, she collapses 
unconscious in the president’s office and awakens to find herself in his arms, brandy 
being forced between her chattering teeth. And from that day on her work had gone to 
pieces, she couldn’t sleep, and she could no longer be trusted in her work. 

Had she had too busy a day; did she need a holiday; was the firm’s work piling up 
to an extent that she needed help? Yes, and no. All these things were true, but not ina 
way that would have showed up in the company’s books. Actually, what had really 
happened was that she had been dating a man some 15 years older than herself. Quiet, 
cultivated visits to concerts, bridge parties and the legitimate theatre. The man was 
married but unhappily so and was no longer living with his wife. A divorce was in the 
offing and, when it went through, perhaps she might consent to marry him? It was all 
rather sweet, and rather pathetic; the soft, unhurried, yet urgent autumn of love. 

Trouble was, of course, she was already in love with her boss and she didn’t realize 
this until a singular combination of events occurred as follows: One evening she accom- 
panied her boyfriend to a Brahms concert. He had called for her at her apartment at 
the usual hour but on this particular occasion had pinned a corsage of red roses to her 
dress. When the flowers were in place, he had kissed her and informed her that the date 
of his divorce action had been fixed, that in a short while he would be free and they 
could then get married without more ado. She felt curiously pleased and yet flustered 
by this news, and they set out for the concert. On arrival there they took their seats, but 
half way through the first selection, Miss R. noticed her boss, the president, sitting some 
distance away. Next to him, too close to him, was a most attractive and gorgeously 
dressed blonde girl. The girl seemed to be paying far more attention to him than to the 
orchestra and Miss R. experienced a growing sense of nausea. Muttering an excuse, 
she left the concert hall and rushed home. The next day she was at the office promptly 
at nine, arranging the morning’s work of the president who usually turns up an hour 
later. He arrives, greets her jauntily, but she finds she cannot meet his eyes. He enters 
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his office to attend to the work Miss R. has prepared for him and then, his first visitor 
arrives: it is his wife and Miss R. has to show her in. The wife looks angry and is closeted 
with her husband for an hour. When she leaves, Miss R. can stand it no longer; she 
rushes into the office, and passes out in the president’s arms. 


CONCLUSION 

The case histories of psychiatry are the dramas of everyday living. Sometimes they 
are far reaching and topple empires, industrial as well as political; sometimes they are 
seemingly small and locked away in our hearts to remain as secret desires and life long 
unrealized, unfulfilled frustrations. Always however they are important for they guide 
our lives, mould our motivations and contribute to our happiness. In a very real sense 
they are ourselves, yet too often we remain forever unaware of their meanings and heed- 
less of the symptoms which are the signposts of our distress. Some of us, some ten to 
15% of us, as I have said, feel more acutely than the more stolid rest of us and resist for 
longer the fuller awareness of their personalities which makes for maturation. To para- 
phrase the conclusions of the survey to which I earlier made reference: It’s not the job 
which kills our happiness; it is we ourselves. 





BUILT-IN SECURITY 


here are two kinds of security—material and emotional. They are fundamentally 

different but they are intertwined and can’t be completely separated. . . . To the 
extent that they can be separated, however, I think that anyone who has become as 
deeply involved in this field as I have will agree that emotional security is infinitely more 
important than material security—emotional security often results in material security, 
but the reverse is seldom the case... . 


If you wish to achieve real security you must do it through yourself and your family 
and friends. Real security means the ability to do a job which society, not just one par- 
ticular employer, will always need done. Real security requires a lack of materialism. 
If a high material standard of living is the source of your and your family’s happiness, 
rather than just an adjunct to it, then, of course, you will never be secure. Real security 
means being one of a family or group of friends who will stick together if the highly 
complex organization of our society ever collapses—always a possibility, however remote. 


Real security means the ability and willingness to do useful work. I don’t think it 
can ever be any different. 


—William Welsford, in an address to the Van- 
couver Chapter of S.I.C.A., March, 1958. 
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ll kinds of persons are found in executive positions. How they react to environ- 

mental influences at work and at home will vary. The capable ones will handle all 
situations with tact, decisiveness and administrative facility. Sometimes the difficulties 
which arise in dealing with people create tensions out of proportion to the problems 
involved. Relaxation from this type of strain may be found in the garden, in a diverting 
hobby, in a long walk, a brief trip to the country or another city—to each his own 
method. Better to undo the tension than keep it compressed inside, using alcohol as a ; 
ready substitute for taking the mind away from its problems. Wives can be watchful 
when husbands are smoking or drinking more than usual and are silent about topics | 
discussed in the confidence of the home. Lighter meals than usual, peaceful evenings with 
well selected music before a cheery fire, and so on, are all helpful in lightening the load 

the crises will pass, without everyone getting fussed. 


TYPES OF HEART DISEASE 

Heart disease is common in middle age and most executives are in this bracket. 

I think it is correct to say that it is actually increasing. In the order of frequency, first 
comes degenerative arterial disease, narrowing arterial channels, reducing the blood 
supply, perhaps to essential parts; next, hypertension or high blood pressure with the 
secondary effects of same. Then rheumatic heart disease—much less often; finally, a 
miscellaneous collection of different disorders of the heart or great vessels which crop up 
from time to time. 

When the functional capacity for exertion of a patient with heart disease is known, | 
the cardiologist or industrial physician can give good guidance. The executive with 
heart disease is more willing to cooperate with this advice than the man who hasn’t 
yet experienced any restriction or limitation. 

The sudden death (from heart disease) of a younger man with promise shocks us all. 
Could this person’s latent trouble have been identified and the process remedied before } 
the ill-fated event? All over the world research is in progress in an effort to answer this 
question. Business must recognize its indebtedness to this kind of scientific cardio- 
vascular research which is long term, as well as to the practical research in its own sphere, 
which js of more immediate economic advantage. 


ee 
















FACTORS IN HEART DISEASE 
What factors have already been recognized to be relatively important? Briefly, first, 
the process which narrows the arterial lumen—arteriosclerosis—proceeds at a faster 













A Cardiologist, Dr. Donal Murnaghan is Physician at Wellesley Division, Toronto General 
Hospital and Associate in Medicine at the University of Toronto. He graduated from the 
National University of Ireland, Dublin, in 1937 followed by two years as a travelling student, 
training at the Carnegie Institution of Washington, Department of Embryology in Baltimore, 
Massachusetts General Hospital and Harvard Medical School. After four years in the R.C.- 
A.F. as Medical Specialist and later Consultant in Medicine, he settled in Toronto after 
completing his training in cardiovascular disease there. 
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rate than usual; second, the more or less sudden obstruction or occlusion of a narrowed 
artery; this process is thrombosis, and has to do with coagulation (or clotting) of the 
bluod 

When a population group uses a diet very rich in unsaturated fatty acids, such as 
are present in butter, cream, animal fats and margarine, there is an increased incidence 
of coronary disease, compared with groups consuming lesser quantities of these materials. 
The validity of the figures in these studies has been questioned; they are, nevertheless, 
sufficiently impressive to encourage many who wish a longer life to forego certain 
gastronomical pleasures; common sense would tell us that adult males of 30 years and 
up should control their fat intake, depending upon their size, their family history of 
heart disease, and personal choice. 

A strong, muscular body which is habitually not given enough exercise degenerates 
Only too often, the athletic star of his day acquires a successful business position, drops 
his activity, eats, smokes, and drinks too much, while coping with situations for which 
he may, or may not be adequately prepared by training. Doctors are only too familiar 
with the higher incidence of coronary thrombosis in this type, while still in his fourth 
or fifth decade, than in the patient, methodical, relaxed type who knows the work, never 
seems to get tired, eats all he wants, and may or may not be active in sport. 


REGULAR EXERCISE IMPORTANT 

I encourage regular active exercise for those who have the time, opportunity and 
inclination. Week-end beavers are a shade better off than summer sluggers; it does 
appear unwise to indulge in a frenzy of physical activity for a few weeks each summer 
and trust that will keep one “in shape” for the rest of the year. Week-end golf, bowling 
and curling regularly, in season, even skating—all have merit. Skeet shooting, boating 
or fishing are for the outdoor enthusiast; bird watching is a less demanding outdoor 
recreation which has given great pleasure to many. Gardening is a hobby which can be 
delightful; on the other hand it may be one of the chores father has to do. If so, it 
can’t do him much good, physically or emotionally. While speaking of this, one might 
refer to the work expected of father on his return home. In this day of scarce domestic 
help, women are anxious to get dinner over quickly and have some time with their 
husbands. So what happens—they share a quick drink or two before dinner, eat with 
the family’s adolescents whose intellectual entertainment at that hour is rarely attrac- 
tive to parents, then father relaxes with the paper and promptly falls asleep for an hour 
or so. He rises, retires to the basement or his desk to “‘get some things done’’, returns 
to find his spouse silent (really angry), quietly reading or mending (the book may be 
upside down or the socks mixed). They have a few words before bedtime and then 
wonder why one or the other doesn’t sleep. Wives—prepare an atmosphere of relaxa- 
tion for your spouse on his return from the office; don’t ask too much of him; serve 
an early meal to the young folk and prepare something later for yourselves together 
once or twice, and watch how it works out. Relive your earlier married memories, 
regain the zeal and idealism you set out to develop, and watch its effect. Without too 
much effort, you both may find a natural relaxation appearing; not the kind developed 
in the beauty parlour or athletic rooms in the wake of a series of cocktail parties and 
social events, that sort of emotional kick and rub down so prevalent in our society today. 

Returning to the incident of arterial obstruction, we know that it has to do with the 
clotting of blood at a particular moment in a particular place. This occurs at rest much 
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more frequently than with effort. There is a much debated pathological problem which 
strives to relate effort to the arterial occlusion, to which no conclusive answer is yet 
available. Translating this into practice—do not anticipate a coronary thrombosis 
next time the male executive dares to shovel a little snow. He now knows that he should 
have prepared himself for what is to him an unusual exercise or effort; should he be 
caught short in his training program let him pay for it by employing someone eise. If 
he thinks he is fit to tackle this job, then he should go ahead, having applied first the 
same type of disciplined reasoning to this work which he gives to business problems, 
In this way, he is acting as the executive in governing matters directly affecting his health. 
The good executive makes wise decisions. 


OTHER BENEFICIAL FACTORS 

Fear of heart disease is widespread. Wives know the strain. I would suggest that, 
first of all, their fears are often unfounded in the particular case. So, why let your 
imagination run away with so much energy? Some frank discussidéns will help; with 
whom? Your husband, of course, perhaps a friend, or your doctor. If the year has been 
strenuous and he looks chronically tired and acts it, then you must arrange home life 
to be a period of change and rest at the close of each day; you should attend to the 
physical arrangements in each room, display tidy but not overly meticulous home- | 
keeping; you can restrict the number of social duties and demands for both of you, | 
eliminating those elective entertainments which you attend only because you are ex- 
pected to; wives who drag their husbands off to dances or to the opera should have 
no fears about their husbands hearts. Does this mean that executives should not go 
out for some entertainment? Emphatically No. I encourage patients with known heart | 
disease to enjoy their living, to include variety and a social program within their toler- } 
ance. Long hours spent before the television screen are no substitute for personal 
participation in pursuits that induce relaxation. Some programs, yes, but not a steady 
diet of the type offered for our so-called entertainment. 

A periodic holiday should be considered by business as a necessity for some execu- 
tives and a desirable practice for many others. Two or three weeks’ vacation in the | 
summer months and ten to 14 days in deep mid-winter would suit many living in this 
climate. Going South in cold weather should be the older man’s direction, or for the 
younger executive who has heart symptoms in winter. For many, it has become idle 
indulgence made possible through successful financial circumstances. Week-end retreats 
from the hustle and bustle of life for the sole purpose of seeking spiritual aid have grown 
in popularity during the last ten years. Executive personnel might do well to examine 
the reasons for this, and even copy the example of fellow men who claim remarkable 
advantage from this pious practice. One should live in faith and hope rather than 
enmeshed in strictly material values. 








SYMPTOMS AND CORRECTIVE MEASURES 

What about pains in the chest? Patients tell me they read so much these days about 
health matters, especially about heart disease and cancer. Which symptoms are the 
serious ones? In general, the patient himself knows when he has significant symptoms. 
When he wonders if what he has felt is bad, it is often not important. A close parallel 
is “being in love”. One knows, without question, when it is serious! Admittedly, there 
are some people so lacking in observation as to miss or mistake the obvious. So, in i 
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heart disease: pangs, twinges, darts of pain in the region of the heart, flopping, a skip 
or turning over of the heart, are not signs of serious disease. They have a cause, sure 
enough, but must not be considered important. Let your doctor decide for you if you 
remain in doubt. Speaking in general terms: unusual fatigue, shortness of breath, 
chest ache or pain on making a familiar effort should be good reason for checking up 
on its cause. Unusual effort, on the other hand, will nearly always induce some symp- 
toms which subside with appropriate rest. It is better to maintain one’s health by con- 
tinued exercise appropriate to the person’s constitution, station, and choice, than to 
take a chance on the circulatory efficiency of the pump and channels during surges of 
physical activity. 

Does periodic examination of the fit have any place in protection against heart 
disease? Many industries require it and others are recommending it. Routine medical 
examinations are unlikely to discover latent vascular disease. An electrocardiogram 
taken at rest may be normal, even up to the moment of onset of coronary thrombosis. 
I quote from Dr. John Lister, London, England, in the New England Medical Journal, 
May 20, 1958. ‘““Too many senior men have to eat and drink their way to success, and 
being almost constantly chairborne, they never have time for regular exercise. Others 
involve themselves in conditions of work that induce intense fatigue. It has recently 
been shown that prolonged periods of physical strain produce fatigue and impaired 
efficiency in many occupations—Noise and heat have been shown to be responsible for 
much of the strain in many working class occupations, and progressive managements 
have been taking steps to reduce noise and excessive heat. If too much food, too much 
alcohol, and too little exercise are the corresponding factors in the business executive 
it is clear that corrective measures are more likely to yield a statistically significant 
improvement in executive morbidity than routine annual medical checks.” 

The entertainment which executives give and receive should be re-examined in the 
interests of health as well as of business. Expense accounts are a pernicious evil, making 
possible the use of free caloric excess primarily in the interest of profit. How to prune 
them to conform with business practice is not a medical matter. Physicians can only 
point out the error in continued use of excess food and too much alcohol. 

The progress of business and the administration of our country’s affairs depends 
on the continued good health of trained executives. The rules for health are well known, 
but how often disregarded! The cooperation of all concerned is required for best results. 
In the last analysis, the executive is the only one responsible for his personal health, 
and he should act wisely. 





The trail of business progress is littered with the debris of outworn management 
devices. . . . Plans, systems and concepts have a rate of obsolescence just as does a 
Piece of machinery. . . . Originally serving appropriate purposes, they tend to become 
encrusted with habit and tradition to a point where they actually become deterrents to 
fresh thinking. 

—M. P. McNair 
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Versatile Accounting Machine 


For less than 70¢ a day* you canhave.., @ Up-to-the-minute accounts receiv- 
@ Customer’s statement and ledger able control producing accurate 
posted, balanced and automatically credit information. 
proved accurate in one operation. Jnstant conversion to duplex add- 
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one line of posting to another by 
simply moving the lever on the key- 


mailing. board. Even a change to a widely 

@ Time-consuming checking opera- varying application takes a matter 

, tions are eliminated... a trial of seconds—a quick switch of the 
balance may be taken at any time. control plate by the operator. 


*interest on investment—depreciation—all-expense maintenance 
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| Underwood Ltd., Adding and Accounting Machine Sales, 
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LOOKING AHEAD 


Drive-in dial telephone booths will be in operation next year. 

Hard selling is one of the real answers to the recession. Predictions are that extremes 
in pricing can be expected for a year or two. Values will be better and better for John 
Q. Consumer. 

Moving sidewalks are coming into use. A west coast hotel in the U.S. has ordered one 
to link its motel and main building. 7,500 people per hour can be moved. 

Research money now being spent could spark another prosperity period in the 60’s. 
U.S. spendings on products not yet made or even envisioned is 8.3 billion this year. 
This is 14% above 1957 which in turn was 20% above 1956. Manufacturers estimate 
12 cents of every dollar of sales in three years will be from new products. This points to 
new plant growth. Present expansion spending is down 12% from last year and °59 
will show a further drop. The present high activity on research will turn capital spending 
, upwards again in a couple of years. New products mean new plants, more jobs, new 
demand and new wealth. 





Sever 


ON THE PERSONAL SIDE 


Biggest smokers in the world are Americans . . . nearly 10 Ibs. per adult per year. 








Netherlands is next with 9 Ibs. and Canada next with nearly 8 lbs. 

: © Motels are good business. There are 3,000 of them, averaging 12 units each. Capital 
} } investment is about 170 million and gross annual sales about 55 million. 

: | Cars may be introduced in September next year in an attempt to spur lagging sales. 

7 T.B. fatalities dropped from 528 per million of population in 1941 to 71 in 1957. Male 


victims outnumber female two to one. 

Golf clubs are hit by cost increase. The average club located near a big city requires about 
$135,000 a season to operate. In 1951 this figure was $81,000. One club reported $46,000 
worth of dining room sales and a loss of $2,700 in that division. The same club made 
$16,000 on bar sales of $56,000. Salaries and maintenanée are the big items. It costs 
about $3,000 per hole to keep the links in shape. 

Average Canadian member spends about $300 per year. Senior male members are 
the backbone, spending about $250 per year on membership, $100 on food, $100 on 
liquid refreshment and $70 in the pro shop for a total of $520. 

There is a 30 million dollar golf club construction program underway. Demand for 
memberships far outweighs accommodation. 
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OF GENERAL INTEREST 
Life insurance protection is greater in Canada than any place in the world. This has been 


so for some years and, as the following figures for the past year reveal, Canadians are F 


still outstanding for insurance buying. 

@ The ratio of life insurance in force to national increase was 145% or face value of all 
policies equalled 35 billion. In the U.S. this ratio is 125% and in the U.K. 56%. 

@ Value of policies has doubled in the last five years while population increased by 
only 19%. 

@ 714 million Canadians hold life insurance policies, double the 1925 total and 17 times 
the 1900 number. 

@ Average amount held per policy holder has risen to $4,650, over four times the 
1925 figure. 

@ 416 million was given out in benefits last year. 

@ About 739 million in premiums was received by insurance companies last year plus 
300 million from investment earnings. 

@ About one billion of insurance funds each year is poured into investments to finance 
homes, roads, utilities, public works and industrial plants. 


Record Road Building in 1958 

@ There are more than four million cars in Canada now and the number is growing. 
This points to congestion and more and more roads. 

@ More than 900 million will be spent this year and the billion dollar level will be 
reached by 1960. 

@ First toll expressway will be opened in Quebec this year: the 45 million dollar six-lane 
Laurentian highway. 

@ Spending per motor vehicle by province shows that Newfoundland heads the list at 
$205 and Saskatchewan the lowest at $75. 


@ The famous, or infamous, trans-Canada highway has 1,719 miles completed out of | 


a total 4,470. 


Canadian money has an interesting and somewhat exotic history. Did you know that: | 


@ From 1817 to 1866 all Canadian banks issued paper money in denominations of 
Spanish dollars. 

@ In‘1858 a one cent piece and 20c silver coin were issued. 

@ Prior to 1858, all government business was transacted in sterling and all commercial 
business in Spanish dollars. 


@ During the 1812 war, Major-General Sir Isaac Brock proved himself a financier | 


as well as a soldier. He issued paper money in one, two, three and four Spanish dollar 
denominations. With this he financed the war at a cost of seven million Spanish dollars. 
This was the first successful issue of paper money in the world. 





Practise yourself, for heaven’s sake, in little things; and then proceed to greater. 
—Epictetus 
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Verifax Copying keeps your files intact — lets everyone have copies, too 
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WORK SIMPLIFICATION THROUGH 
DATA-PROCESSING EQUIPMENT 


By F. H. Fritz, 
Director of Management Advisory Services, 


Price Waterhouse & Co., Montreal. 


Wholesale automation is not the answer to every work-processing 
problem. Each case must be carefully examined on its individual 
merits before a decision is made to install any type of data. 
processing equipment. In this paper, the author offers eight 


general criteria for judging the applicability of existing data. 7 


processing systems to the work under review. 


_— the subject of work simplification through data-processing equipment in all its 
t\ aspects covers a very wide field, I propose to discuss chiefly the criteria which | 
think should apply in an evaluation survey of the applicability of data-processing equip- 
ment to the work under review. In my opinion, the principal tests are as follows: 

1. The volume of data to be processed. 

2. The number of transcription processes required to produce the end results. 


w 


The degree to which the data processes may be integrated. 
The arithmetic required. 

The communication requirements. 

The file records to be maintained. 

The scheduling requirements. 


CN AAD 


Comparative costs. 


Generally, the first test for the applicability of data-processing equipment is the | 
volume of data to be processed. This factor usually indicates the types of data-processing 
equipment that can be economically considered. In general, only large volumes warrant 


electronic computer systems; lesser volumes may indicate the consideration of punched- 
card equipment, accounting machines, or less automated processes. For example, a 
payroll of the magnitude of 10,000 employees might warrant the application of an elec- 
tronic computer system to its data-processing requirements, but for a payroll of 1,000, 
we would probably consider the possibility of punched-card equipment, and we would 


certainly consider accounting machines or procedures not requiring the use of any 5 


advanced mechanical equipment. 





Franeis H. Fritz, a director of management services with Price Waterhouse & Co., is 4 
graduate in Arts of Acadia University. Following post-graduate studies at Yale University, 
he joined the staff of IBM, holding senior positions in the Sales Division of that company 10 
various Canadian cities until 1950, except during the war years, when he served as data 
processing specialist in the army, retiring with the rank of Major. In 1950 he joined Reming- 
ton Rand Limited in Montreal as Sales Manager for tabulating and electronic equipment, 
ind served in that capacity until taking over his present responsibilities in 1956. 
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The second test involves counting the number of transcription processes of the original 
data that would be required under any system to produce the end-results. As a simple 
example, the statements required for sales analysis often require several transcriptions 
of the basic data, recorded on the orders, invoices, or whatever else is used for the 
initial record. Transcription of data manually, including key-driven operations, is sub- 
ject to human errors of interpretation and transposition and so requires a verification 
process to insure accuracy. The need for three or more such transcription processes 
generally indicates that data-processing equipment could be advantageously applied to 
produce two or more such transcriptions from one recording process. The class of 
equipment considered at this stage is largely governed by the volumes to be processed, 
and is subject to the application of further tests. 


The third criterion usually applied is the degree to which the original data to be 
processed can be integrated into a system of machine operations to produce the results 
as automatically as possible. This brings up the term “Integrated Data Processing”’, 
generally referred to by the initials IDP. Because punched paper tape was used as the 
connecting medium between machines at the time the term was first used, the common 
misconception arose that IDP was synonymous with this method of recording. How- 
ever, the basic concept of integration, as related to data-processing equipment, may be 
stated as follows: 


“Original data should be recorded at its point of origin in a form which 
permits its subsequent perpetuation by mechanical means.” 


This concept is not new. It has been the basis of punched card systems for over 50 
years. 

The application of the integration criterion generally opens up the possibilities of 
extending the scope of data-processing machine methods to include work not considered 
initially. For example, we may have started out to survey the work of sales statistics, 
using the information recorded on invoices as the original data to be processed, but 
become aware of the possibility of moving back a step and starting with the basic 
information recorded on the order forms, processing it mechanically to write the invoices, 
and then using it to prepare the various statistical reports. However, we note that 
although we can perpetuate the basic information on the orders by mechanical means, 
certain computations would be required to place it into the proper form to write the 
invoice. 

We now come to the fourth test, the arithmetic processes required. These will vary 
greatly in number and complexity depending on the work under review. For example, 
if we were considering a sales analysis application, using the invoice as the original 
record from which to develop sales in number of units and sales value by product, by 
salesmen, by class of outlet etc., the only arithmetic required might be addition; but 
if we include credit notes in the reports, we would require some subtraction as well. 
To develop gross profit by the same classifications, we would need some method to 
provide the multiplications required in the computation of the costs of sales. If, in 
addition to this work, we consider that the sales analysis, invoicing, and order-writing 
processes might all be integrated, it would be necessary to determine what arithmetic 
is required to produce the invoice. Extension of sales values, as well as discounts and 
sales taxes, usually involves multiplication, addition and subtraction in the invoicing 
Operation. The volume involved in each of these arithmetic processes generally points 
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the way to the determination of the class of equipment which can be considered {from 
the economic point of view, such as the type of key-activated calculator, punched-card 
calculator or, possibly, an electronic computer. 

The fifth test is the communications requirements. Many data-processing machine 
systems pass the tests of volume, number of transcribing processes, and integration, 
but depend upon centralization for economic application. In many cases, otherwise 
adequate systems cannot be justified due to the time-lag of ordinary mails or the added 
expense of wire-communication facilities. Data-processes such as invoicing, accounts 
receivable, stock records, and payrolls are often decentralized because of the lack of 
acceptable communication facilities. The application of a data-processing system, 
which can only be justified through centralization, must meet the communication prob- 
lem either through faster processing or faster communication facilities. 

The sixth test is the adequacy with which the system will meet reference requirements, 
Most data-processes at some stage produce information which must be referred to on 
a day-to-day basis. Examples of such reference requirements are accounts receivable 
ledgers for the approving of credit, job costs, stock records, and production schedules, 
The data-processing system should be designed to meet the reference requirements 
without elaborate machine processing. 

The tests of the adequacy of a system to meet the required schedules and the compara- 
tive costs of alternate machine and/or clerical processes should be applied in conjunc- 
tion with each of the six criteria already discussed. The costs of meeting a schedule 
can vary greatly in relation to each of these factors. For example, to handle a given 
volume of payroll work on a centralized basis, peak-load equipment might be required 
in order to meet the schedule, but with improved communications through wire-trans- 
mission of basic data, the work-load might be spread over a longer period at considerably 
less overall cost. 

The final test is the comparison of the cost of the system in relation to the overall 
results it would produce. The direct cost of the procedures selected on the basis of the 
other criteria may be higher or lower than that for alternate methods considered, includ- 
ing the present system. If higher, the system selected should provide compensating 
features, such as more timely and pertinent data which could be applied by management 
to reduce costs in other areas. However, regardless of the features of a given system, 
it must be tailored to fit the potential user’s capacity to pay for it, without reliance on 
many indirect and problematical savings which may not materialize. 


4 


BASIC CONSIDERATIONS 


Before applying any of these tests, it will be necessary to provide a sound base on { 


which to apply them. The existing data-processing methods should be reviewed in 
detail. In most cases, they doubtless were, at one time or another, carefully planned and 
efficiently operated. Changing requirements may have introduced modifications which 
have not been properly integrated and are affecting the efficiency of a system which is 
otherwise basically sound. Therefore, a careful review of existing procedures should be 
made to insure that the best use is being made of the tools already available. By doing 
this before considering other methods of data-processing, we avoid crediting alternative 
systems with improvements which could have been made without a major change in 
procedure. 
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om I The speed and other important features of data-processing machines have at times 

ard influenced some to believe that their data-processing problems will be solved simply 
through the acquisition of such equipment. Without adequate analysis of the work to 

; be performed and the development of detailed operating procedures prior to the instal- 

a » Jation, a program of work simplification through the introduction of data-processing 

aa ) equipment can result in work complication. 

Jed _ Faster, more reliable, and versatile equipment in practically all categories has been 

nts | developed, particularly in the past ten years, including the application of electronics to 

of | data-processing equipment. 

em, | This rapid development has made available tools that in many cases are well ahead 


ob- of the potential users’ ability to apply them to maximum advantage. It is not the inten- 

| tion to imply that development should stand still, but to emphasize the need for quali- 
fied personnel to enable industry to make maximum use of existing data-processing 
machines, and to take advantage of the improvements to come from further develop- 
ments. 

The whole field of commercial data-processing is developing into a new science 
which requires for its successful application a period of study and practical training 
comparable to those for other, longer-established professions. Because of the newness 
of many of the tools and their application, experienced personnel is in extremely short 
+ supply. Most companies approach the problem by selecting staff from within their 
tule | organizations and having them trained. Provided the right quality is available, this has 

proved to be an acceptable approach, but if suitable personnel is not available within 
red f the company, then qualified staff should be engaged. In this connection, it is often 
| far easier to teach a man who fully understands the principles of data-processing all 
bly | that he should know of a particular application than it is to teach a man with many 
years of experience in a limited sphere of clerical activity all the details of data-processing 
equipment. No worse decision can be made in this field than to enter into an installation 
program without competent technical direction. 
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The Economic scene... 


by W. Allan Becken } 


CANADA’S NEW HOUSING BOOM 

Canada’s housing industry is headed for another record year in 1958. On the basis of 
information available to date, housing starts may reach 160,000 compared to the peak 
of 140,000 recorded in 1955. Completions are likely to exceed, by a comfortable margin, 
the 136,000 registered in 1956. A similar picture is revealed by most other measures of 
housing activity—contracts awarded, building permits granted and estimates of work 
put in place. 

What are the factors that have produced this new boom in residential construction and 
how permanent is this activity likely to be? 

Let us look first at some of the background. For most of the past decade, activity in 
housing has been conditioned primarily by supply factors. Housing has tended to move 
contra-cyclically. That is, when general business activity has been increasing rapidly— 
the booms of 1950-1953 and 1955-1957—the competition for men, materials and money 
has tended to restrict the output of houses. In the recessions of 1949, 1954 and 1957, 


housing expanded in contrast to the general trend. This pattern was in part a result of F 


governmental action—witness the direct contribution of federal funds during the past 
year—but also reflects the underlying strength in the demand for housing. 


A crucial question facing the industry today is whether that demand is likely to per- | 
sist. Have we caught up with the backlog of needed shelter that developed during the > 


great depression and the war years? To put it another way, how long can we continue to 


build 140,000 homes each year when something less than 100,000 families are coming 


into existence? 
Population, of course, is one of the basic determinants of the demand for houses. 
Since the end of World War II, our population has been growing at a very rapid rate, 


due both to a continuing high birth rate and a sustained level of immigration. In terms of F 
housing demand, immigration and net natural increase have meant the addition of q 
about 85,000 households per year for the past decade. At the same time, our construction 


industry has been turning out just short of 100,000 new dwelling units. 


On the surface, we have been reducing the demand backlog by about 15,000 units per 


year and sooner or later, it is argued, we will be caught up. But, there are other factors 
besides sheer population increase that must be taken into consideration. 

On the one hand, it is not merely the number of new families that are formed that in- 
fluences demand, but also where they are located. The drift to the cities, or rather, the 
suburbs continues, and while the total stock of houses increases in excess of new family 
formation, the effective supply is not really as large. We must subtract those units that 
are abandoned in areas (primarily rural) from which the population is moving. 

A further aspect of housing demand concerns family composition and living habits as 


well as just the number. Among other recent developments has been a trend toward 
larger and higher quality homes. After a depression and wartime drop, the size of the} 
family is beginning to expand again. The rise in the number of cars per capita means anf 


increase in the incidence of garages, while the growth of television and oil burners has 
made a playroom a commonplace. All of these factors have tended to reverse the trend 
toward smaller and cheaper homes that began in the late 1920’s. 
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Finally, the difference between gross new completions and net family formation ob- 
scures another important factor—the extent to which the existing stock of houses is 
becoming obsolete and destroyed. With the growing redevelopment of the centre of our 
urban cities many dwelling units have been demolished to make way for new commercial 
and industrial structures. Demolitions normally average about one to ten of new com- 
pletions and might be even higher in times of rapid development. Thus it can be seen 
that we may have been doing little more than keeping pace with population growth in the 
post war period and there may still be a backlog of needed shelter. 

Whether this basic need is translated into effective demand depends primarily on real 
personal incomes and the accumulated savings of individuals. Despite the rapid growth 
of the housing industry in the past ten years, we are still spending a smaller percentage of 
our disposable income on shelter than we did in the 1920’s. If we can maintain our 
relatively high levels of employment and income, and there is no reason why we cannot, 
we can expect a maintenance of the demand for houses. Many of the purchasers of new 
homes are second, third or even fourth buyers who are transferring equities to larger and 
higher quality units. At the other end of the scale, demolitions and abandonments are 
liquidating the lower quality stock. 

Activity in the industry is likely to continue to fluctuate widely as it has in the past and 
we shall not be able to exceed new family formation by 50 per cent each year as we are 
likely to do in 1958. The completion of 100,000 new units looked large in 1953, but now 
turns out to be the average for the past decade. In 1958, 140,000 new units appears large 
but it too could turn out to be the average for the coming decade. The prospect of a 40 
percent growth is a healthy one for any industry. 


THE ART IS ABOVE ART 


Ib the utilization of any managerial technique, it is essential that the importance of 
practising effective human relations be clearly recognized. The MECHANICS of plan- 
ning and control MUST BE CLEARLY DISTINGUISHED FROM THE MOTIVATION OF INDIVIDUALS. 
The success of an individual business largely depends on the ability of the management 
group to plan effectively and to work with and lead, as well as direct, individuals to 
execute the plan effectively. This is an art and more than an art. It stems, in the end, 
from the supervisor’s active, sincere interest in the people working with and under him. 
Effective execution depends on sound control procedures and the ability of management 
to motivate individuals to regulate operations constantly towards the goals outlined 
in the plan. 
from Business Budgeting, by B. H. Sord and 
G. A. Welsch, Controllership Foundation, 
Inc., New York, 1958. 
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ADAPTING A WORK-IN-PROCESS 
INVENTORY TO PUNCHED CARDS 


By Renfield D. Lamphere, 
Manager of Accounting, Electric Boat Division, 
General Dynamics Corporation, Groton, Conn. 











































By mechanizing its work-in-process inventories on punched cards, | Pe 
this company was able to obtain, at relatively little increase in th 
over-all cost, a wealth of detailed information which gave it? SP 
greater control over its production costs. The new installation? ot 
which forms the basis of all cost reporting and invoicing, prov ides | 
an efficient and timesaving means of assimilating, summarizing| 5, 
and presenting in greater detail many times the quantity of in. ai 
formation previously carried on hand ledgers with no increase [ 
in personnel. = 
ni 
po 
Me companies today are faced with a real need of developing greater control over 
their production costs. In answer to this challenge some industries have success- | : 
fully adopted standard cost systems. However, at Electric Boat Division of General : . 
Dynamics a detail standard cost system was not thought to be feasible—first, becaus | z 
of our preoccupation in recent years with the development of prototypes, particularly 7 d 
nuclear powered submarines, and secondly, because of our close association with various j yi 
government audit agencies and their traditional insistence on ‘‘actual’’ rather than > 
standard costs. ; “Hy 
We have, however, developed a system which enables us to report actual costs to our | 
management and production people in considerably more detail than formerly. With 
greater information on specific costs available, our experience has been that a measure : 
of cost control not only is possible, but can actually be achieved by constant review and) BA 
analysis of reports containing detailed cost information. The manner in which greater : I 
cost detail was obtained was through mechanization of our work-in-process inventories) der 
on punched cards. Pro 
Punched card inventories should be of interest to all types of industries. Not only sf) sid 
mechanization on punched cards a worth-while achievement in itself, but we have® infc 
recognized it as a significant step toward complete integrated data processing. Further- C 
more, our experience has shown that work-in-process inventories are feasible even inf} nee, 
the face of the exacting demands of government audit requirements. cost 
BACKGROUND : ie 
Since the nature of the industry has a bearing on the type of cost system adopted, it fact 
should be pointed out that the Electric Boat Division of General Dynamics Corporation fo, 
5 cons 
The author was educated at Wesleyan University, Middletown, Conn., where he received 8 a co 
B.A. in Economies. He later attended the Graduate School of Business Administration, NewR 4 fy 
York University, graduating with an M.B.A. in Accounting. Positions held by the author 
were Senior Cost Estimator at Pratt Whitney Air Craft Co., Hartford, Conn.; Auditor, Store 
Arthur Young & Company, New York; Chief Cost Accountant, Crucible Steel Co. and 
Syracuse, N.Y.; and he is presently employed as Manager of Accounting, Electric Boat shor 





Division, General Dynamics Corporation, Groton, Conn. 
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is primarily a designer and builder of submarines for the United States Navy. Our work 
in the last six years has been chiefly concerned -with the development of submarine 
prototypes. The concept of prototype applies not only to the first of a class of sub- 
marines, but also to land-based prototypes as well, wherein nuclear applications often 
are tested prior to the building of the first boat. The effect of nuclear power on the sub- 
marine industry was first dramatically displayed by the ‘“‘Nautilus’”’ which was built 
here at Groton and which, in fulfillment of legendary prophecies, has been making front 
page history ever since. Other nuclear powered submarines built by Electric Boat include 
the “Sea Wolf”, “Skate”, “‘Skipjack”’ and “Triton’’. Electric Boat also builds large 


| specialty items such as wind tunnels, submarine training devices, heat exchangers, and 


other large fabrications requiring considerable engineering and development work. 

Our industry is a construction type industry organized by trades. In this respect it could 
be compared to the housing construction industry with its masons, carpenters, plumbers 
and electricians. For example, our trades are comprised of loftsmen, shipfitters, chippers, 
welders, riggers, machinists, electricians, pipefitters, sheetmetal men, electronic tech- 
nicians, carpenters, joiners, painters, inspectors, etc. Each trade is a department. Sup- 
porting the trades are several large shops, including a foundry, pattern and machine shop. 

As is common in the shipbuilding industry, our cost accounts are known as “‘weight”’ 
accounts. These accounts were first used by the engineers as a means of collecting the 


_ weights of various components and sections of the ship in order to design within ballast, 


trim, tonnage and performance specifications. These same weight accounts have been 
adopted generally by the industry to collect costs as well. For example, among the hull 
accounts we find such names as ‘“‘Main Framing’’, ““Bulkheads’’, ‘‘Foundations’’, etc. 


> Weight accounts also apply to systems such as ‘“‘Air Conditioning”, ‘“‘Fresh Water’, 


“Main Reduction Gearing” and “Electric Communications’’. 


' BASIC CONSIDERATIONS 
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In designing the cost system one of our basic questions was the use which various 
departments of our company would make of the expanded data. Personnel in the 
Production Departments, Estimating, Planning and Storehouse were consulted and con- 
siderable time was devoted toward appraising the cost of reporting the additional 
information as against possible end uses. 


One consideration focussed on the reporting of material costs. We found that a real 


© need existed to provide some means of collecting, summarizing and defining material 
| costs in terms of types of materials used. Storehouse personnel were helpful in telling 


ti. 


about the various types of materials currently in use and a list of 70 basic commodities, 


a » such as steel plate, sheet, shapes, bar stock, cable, valves, lumber, paint, hardware, 
ted, IF 


ee tee 


fasteners, etc., was suggested. This list was then presented to our Estimating Department 
for their review and comment. Codes were added for such items as blueprints, travel, 
consulting services, computer services, power, toll calls, printed material, etc., and thus 


» a comprehensive list of materials and services significant in our industry was developed. 


» Stores and purchases. As a result of up-dating our work-in-process inventories, weekly 
1 Co.8 


and monthly, current reports are now available on the material cost of each account or 


) Shop order in terms of 90 possible commodity codes. 
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Over the past three years there have been only minor changes and this code has served 
many purposes in addition to those contemplated originally. Not only does it provide 
a means for detail follow-up by our Cost Control sections, but it has been used as a basis 
for estimating material costs in the future. It has served as the foundation of a ten-digit 
detail code by which our stock inventories are automatically priced by electronic com- 
puter. It can also become the means of revaluing inventories under one of several new 
bases now permitted by the Internal Revenue Code. 


AUDIT CONSIDERATIONS 


It should be noted that another prime consideration in the design of our cost system 
concerned our relations with our various audit agencies, principally the Resident Navy 
Auditors and the audit staff of the AEC. It is axiomatic with most contractors having 
experience with CPFF contracts that the reporting requirements relating to such jobs 
place a considerable amount of responsibility on the contractor, particularly in the 
field of reporting on contract progress, property control and costs. Therefore, in our 
consideration of a cost system, considerable time was devoted toward designing one to 
produce unequivocally all the cost elements requisite to government audits. Chief among 
these elements were straight, overtime and shift hours, straight, overtime and shift labour 
costs, applicable overhead and the costs of material and special items typical of which 
are subcontracts, consultants, freight and electronic computer services used in the solu- 


tion of engineering problems. 


PUNCHED CARD CAPACITY 


Not among the least of our problems was the capacity of the punched card itself and 
the number of columns available for printed data. With contracts running as long as four 


and five years and amounting to several millions of dollars, each element in itself could | 


run into the millions on digital capacity. Accumulations and the printing of totals had 
to be anticipated carefully. Our tabulating equipment fortunately provided for 90 col- 
umns of information, all of which were used to the maximum. 


THE RESULT 


Gradually the following design evolved for our work-in-process inventories on punched 
cards. Many factors had to be considered and various alternatives weighed. Over a per- 
iod of months, however, it became apparent that if we could work toward the format 
shown in exhibit I, most of the considerations mentioned heretofore could be met. 


It is to be noted that the format of the accompanying exhibit makes use of the factf 


that labour and material data are mutually exclusive. Even when transfers of cost be- 
tween contracts occur, material and labour costs are maintained separately for audit 


purposes. Therefore Column 3 in the foregoing example is used to designate both ma§ 


terial codes and department numbers. Material codes consist of two digits whereas 
labour costs by trade are identified by three digit department numbers. The cost of nigh! 
shift premium is obtained by subtracting the sum of straight and overtime premium paj 
from gross pay. Totals by cost element appear at the end of each account when taking 4 
trial balance by machine. Account totals are grand totalled by contract. Work-in-proces) 
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inventories are up-dated weekly or monthly as required. The work-in-process inventory 
deck now totals in excess of 100,000 cards, and forms the basis of all cost reporting 
and invoicing. It has also been surprising to note the many additional uses to which the 
expanded information has been put from time to time. Our Machine Accounting De. 
partment is constantly being asked to prepare special reports covering partial phases of 
a contract. By maintaining this data in the detail described, special reports can be pre- 
pared covering limited phases of our business. Also summary reports may be quickly 
prepared by cost element, material code, department, manufacturing division, contract 
or group of contracts. 


DEVELOPMENT OF SYSTEM 


The development of the punched card inventory took several months. At first it was 
agreed as of a certain date to maintain only a small but active section of our inventory 
on punched cards. It was further agreed that only straight hours, gross labour, material, 
overhead and total cost would be perpetuated until such future time as prior costs on 
active contracts could be analyzed and balance forward data ascertained in the detail 
desired. 

After a trial run of one month to prove the new system to the old, the former hand 
posted ledgers for this small section of inventory were discontinued. Meanwhile our cost 
accountants were put to work analyzing prior material, labour and overhead costs by 
which to establish balance forward information in greater detail. This took a consider- 
able amount of time and effort. As soon as the costs pertaining to the additional elements 
were ascertained, they were incorporated in our balance forward data. 

After devoting approximately six months to the refinement of the small section of our 
inventory, we adopted the same procedure for our major contracts, and the posting of 
all ledgers by hand became a thing of the past. Although no cost savings were actually 
effected, it should be remembered that the new system has afforded many times the 


quantity of detail previously carried on our hand ledgers and at the expense of no in: | 


crease in personnel. 
It is to be noted that in retrospect one of the keys in making the installation and main- 


tenance of the new inventory a success was the definition and assignment of the various | 


control functions. New methods for controlling the inventory from a cost accounting 
point of view had to be developed. Many of these were later adopted by Machine Ac 
counting so that they could more effectively police their own operations. The need for 
sound and timely controls was learned the hard way. But despite local skirmishes, the 
Machine and Cost Accounting Departments ironed out their basic differences and 
arrived at the mutual solutions necessary to an efficient system. 


PROBLEMS ENCOUNTERED 


The problems connected with the change-over should not be oversimplified, however. 
Many technical and administrative problems had to be anticipated and solved. Not the 
least among these were the following which are presented in outline form and which ca 
be recognized as basic by all accountants who have had the experience of installing # 


new system. 
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Problems connected with Machine Accounting were: 


. Planning changes to existing equipment. 

. Ordering and checking out new electronic equipment. 

. Programming and testing of programs. 

. Developing new machine techniques and methods. 

. Determining new time factors and schedules. 

. Training personnel, particularly in the assumption of responsibility for basic con- 
trols. 


HRnm FP won 


Problems concerning Cost Accounting were: 


1. Development of a contract and shop order numbering system compatible with 
machine accounting and government report and audit requirements. 

2. Review of cost accounting techniques and methods to better suit punched card 
requirements. 

3. Coordination with originators of source data. 

4. Redesign of existing forms. 

5. Creation of new forms. 

6. Establishment of basic controls over the machine accounting operation. 

7. Preservation of cost elements in journal entries and cost transfers. 

8. Customer and audit liaison. 

9. Revision of schedules. 

10. Instruction of personnel in new techniques and methods, 


As with most accounting problems the over-all objectives, as well as the details, had 
to be kept in mind. Installation costs were continually weighed against end results. 
Usefulness of the accounting data was constantly under scrutiny. 


SUMMARY 


Our work-in-process inventories are now maintained on a deck of approximately 
100,000 punched cards which are up-dated weekly or monthly. From this deck comes all 
information necessary to prepare financial reports, cost reports and invoices. The in- 
crease in cost detail obtained by punched card methods has served well the estimating 
and cost control functions at this Division. Tabulating machine methods have provided 
an efficient means of assimilating, summarizing and presenting in greater detail a wealth 
of information at relatively little increase in over-all cost. Any company which now has 
or is contemplating the use of electronic tabulating equipment should not overlook the 
advantages of this economical and timesaving method of maintaining work-in-process 
inventories. 


FOR FURTHER READING 


FLEXIBLE INVENTORY CONTROL BY MECHANIZATION, by F. E. Klecan, N.A.C.A. Bulletin, 
April 1956. 
A TABULATING METHOD OF INVENTORY CONTROL, Kasney & Bristol, N.A.C.A. Bulletin, 
April 1956. 
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copied on one of our 5 colour-coded papers. Then let 
this amazing new machine slide the sheets gently from 
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time and money-saving features at a new low cost. 
Why not try out this new modern office copying 
miracle on your own monthly statements, letters, 
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Books in Review... 


Canadian Monetary Banking 
and Fiscal Development 


By R. Craig Mclvor, MacMillan, Toronto, 1958. pp. 263. $4.75. 
Reviewed by C. C. Potter. 


In the past two years, matters of monetary and fiscal policy have enjoyed great promi- 
nence on the Canadian scene. Most accountants, for instance, by now have formed firm 
personal opinions on the justice and wisdom of “tight” money policies. Some, no doubt, 
were highly critical of this policy of restraint during the boom of 1956-57, pointing 
to the evidence that it discriminated against the small borrower and against the new 
entrant. Others, less concerned with justice, were perplexed that a public agency, the 
central bank, formed to promote economic growth, should be pursuing policies intended 
to slow down the rate of expansion. Still others were annoyed because they could not 
take the availability of credit for granted any longer—their lines of credit suddenly 
were inflexible limits which had to be lived within. Supporters of “tight”? money, on 
the other hand, warned of the dangers of the country getting tipsy on inflation, and of 
its consequences—the fiscal robbery of the most defenceless sector of the community 
(pensioners, salaried employees, insurance policy holders, etc.) and the distortion of our 
economic structure. To add to the bewilderment, moreover, in the elections of 1957, 
each of the two major political parties became identified with one of these opposing 
points of view. This further aggravated the problem of dealing with those monetary and 
fiscal matters which can only be analysed by using complex theories and of dealing with 
associated policies which at the best of times are difficult to put into practice. Since 
high interest rates are still with us, as are trade deficits and government deficits to a 
tune of $800 million, it is likely that these matters will be the stuff of Canadian politics 
for some time to come. 

It is very timely indeed, therefore, that Dr. MclIvor’s study of Canadian monetary 
and banking history should be published at this time. If Canada is to handle well its 
monetary and fiscal problems, the general public must be better informed on such 
matters—the mass state of what Bruce Hutchison called ‘‘economic illiteracy” must be 
dispelled; people must acquire an appreciation of the theories intended for such prob- 
lems and an understanding of how our institutions are used to carry out formulated 
policies. But this is not an easy task, for even the popular versions of theory are not 
simple. Nevertheless considerable insight into the objectives and implications of policies, 
and into the theories upon which they are based, can be acquired by reading an expert 
analysis of past experience. And such an analysis from the times of New France to the 
tight money era of 1956-57 is what Dr. Mclvor has provided. 

The parallels the reader will draw between economic conditions of different eras 
offer tempting and discomfiting analogies. When, for instance, Dr. Mclvor writes: 

“Canadian exports, which were primarily extractive in character, and of which wheat 

and newsprint were the most important, were highly vulnerable to any change in 
market conditions, in view of their relatively inelastic demands. The high rate of 
domestic investment, encouraged by the prevailing monetary expansion, could not 
be sustained indefinitely and it had involved the drawing of large proportions of the 


319 











population into peculiarly vulnerable occupations such as that of unskilled workerg 
in the construction industry”’, : 
he is not discussing the conditions of the boom of the mid-fifties but rather the weakil 
nesses of the Canadian economy which made it so vulnerable to the Great Depression’ 
of the Thirties. And then, as now, recovery had to await the revival of external marke 
for Canada’s export staples. ; 
This is not to imply that recovery cannot be encouraged by appropriate monetary. 
and fiscal policies. Indeed it can, and in his last chapter Dr. MclIvor provides a timely? 
analysis of some of the problems associated with such policies in the fifties: problems; 
such as the political liability of budgetary surpluses and the consequent increasing! 
reliance upon monetary policy. But financial institutions and methods themselves are 
changing, so that at a time of increasing responsibility the Bank of Canada finds that® 
its ability to exert control is becoming less effective. Viewed in this light, proposals for: 
the segregation of chartered banks’ savings deposits and for more direct control over: 
the lending operations of sales finance companies become understandable, even if still, 
unacceptable. 
In this enlightening and well written book, accountants will also find one morsel of 
entertainment. Discussing the risks of private banking in the West before the turn of the: 
century, Dr. McIvor comments: ‘‘And the settlers who were called upon to pay 24 per - 
cent on loans thought twice before getting on the credit side of the ledger.’’ One would > 
expect them to think four times before paying 24 per cent for the privilege of being 
owed money. 


Canadian Income Tax For Accountants 


By W. G. Leonard, CCH Canadian Limited, 1200 Lawrence Ave. W., Toronto 19. 1957. 


pp. 406. $7.50 to practitioners, $4.00 to students. 
Reviewed by C. E. Pearson. 


Professor Leonard’s book on Canadian income tax (November 1957) is designed for) 
use by businessmen and students of accounting who possess an elementary familiarity” 
with modern business structure and accounting methods and discussion is concentrated 
on those areas of individual and corporate taxation in which they would be most con- 
cerned. The book does not stress ‘‘the border-line cases or the areas of doubt where dis- 
puted issues may have to be decided in court”’ which are of more interest to members] 
of the legal and accounting professions. Professor Leonard has successfully attempted: 
to avoid the use of legal terminology which so often makes the subject of income tax; 
more confusing than it need be to the layman. 

The book outline follows generally the same plan as the Income Tax Act. It is well} 
indexed, there being a comprehensive general index at the back of the book and @ 
chapter index at the beginning of each of its 16 chapters. In addition, chapter sub 
headings are set out very clearly. Examples of the various forms now in use are repron) 
duced throughout the text. In his introduction, Professor Leonard suggests using thé 
book in conjunction with copies of the Income Tax Act and Regulations, and to assist 
in this, there are ample references throughout the text to the sections of the Act of 
Regulations being discussed. 

Businessmen and students will find this book very useful in understanding the come 
plexities of Canadian income tax law. 
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